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RROYFUND LTD. 


REPORT OF THE DIRECTORS TO BE SUBMITTED 
AT THE FIRST ANNUAL GENERAL MEETING OF SHAREHOLDERS 


To the Shareholders 


Your Directors take pleasure in presenting 
the First Annual Report of your Company 
covering the period from April 5, 1967, to 
December 31, 1967. In evaluating the finan- 
cial statements included as part of this Annual 
Report, particularly the Statement of Net 
Income, shareholders should bear in mind 
that the period under review was a most 
unusual One encompassing, as it did, the 
start-up of your Company. In addition, our 
investment results were handicapped to some 
extent because of the unusually heavy broker- 
age expenses involved in the investment of 
our whole portfolio from a standing start. 


Statement of Assets and Liabilities 
(see page 5) 

It will be remembered that your Company 
commenced public operations on April 17, 
1967, with 20,000 shares outstanding, net 
assets of $100,000 consisting entirely of cash 
and a resulting net asset value of $5.00 per 
share. As of December 31, 1967, the number 
of shares outstanding had risen to 684,474, 
net assets, with investments valued at market, 
stood at $3,607,892 and the resulting net asset 
value per share was $5.27, an increase of 5.4%. 


At the end of the year your Company had 
1,552 registered shareholders and the fact that 
the average shareholder held 441 shares worth 
$2,324 is evidence that the Fund consisted 


principally of the savings of people of relatively 
modest means. 


Statement of Net Income and Surplus 
(see page 6) 


Net income for the period ending December 
31, 1967, after provision for all operating ex- 
penses and income taxes, was $44,935, 
including net income equalization credits. 
Operating expenses, at $14,462, were abnor- 
mally high in relation to net income because 
of the unusual nature of the period covered. 
Looked at from a more favourable angle, they 
amounted to only 0.4% of year-end net assets. 


Two quarterly dividends of 3%¢ per share 
were declared during the period. These totalled 
$40,650, leaving a balance of $4,285 in earned 
surplus at the end of the year. 


Portfolio and Investment Policy 
(see pages 7 and 8) 


The detailed portfolio of investments held 
by your Company at the end of 1967 is set 
out on pages 7 and 8 of this report. 


Your Company was formed as a vehicle 
through which would-be investors could, 
under professional management, integrate an 
investment program emphasizing common 
stocks into their individual savings plan at a 
reasonable cost. The fact that we are respon- 
sible for the savings of a large number of 
shareholders, many of whom, as has already 


been noted, are of modest means, has strongly 
influenced your Directors in determining the 
investment policy of your Company. 


Simply stated, the investment process can 
be defined as an effort to obtain the maximum 
return on capital, in the form of either longer- 
term growth of that capital or current income 
or a combination of both, within the limits of 
acceptable risk. Obviously there is an element 
of risk in any stock market investment but, 
because our prime responsibility is the invest- 
ment of people’s savings, your Directors feel 
that the risk factor must be kept within 
prudent limits. 


In short, then, our aim is to outperform the 
“market” over the longer term by as wide a 
margin as possible consistent with a reason- 
ably conservative investment policy. This is 
reflected in our portfolio which consists prin- 
cipally of seasoned, investment-grade stocks 
which are believed to have superior potential 
over the longer term with a leavening of more 
speculative situations. 


Review of Investment Results to Date 


In the light of the overall investment policy 
outlined above, it might be interesting for 
shareholders to compare our results during 
the comparatively short period that we have 
been in operation with some of the more 


popular measures of the Canadian and Amer- 
ican markets as a whole. It should be under- 
stood, however, that short-term results are not 
necessarily indicative of longer-term perform- 
ance. 


During the full year 1967, Canadian stock 
markets, as measured by the official indices 
of the Toronto and Montreal Stock Exchanges, 
were up approximately 10% to 11%. However, 
all of this gain took place prior to April 17th 
and during the balance of the year the 
Canadian ‘market’, for practical purposes, 
made no progress at all. The New York 
“market” performed considerably better than 
its Canadian counterparts but, here again, it 
was quite noticeable that the largest part of 
the gain for the year as a whole of between 
15% and 25% (depending upon the measure- 
ment used) was achieved prior to April 17th. 
From that date to the end of the year, two of 
the best known measurements of the New 
York “market”, the Dow Jones _ Industrial 
Average and the New York Stock Exchange 
Index, increased by approximately 5% and 
8%, respectively. Both markets were very 
selective and there was a high degree of 
speculation, particularly in the over-the- 
counter or unlisted market and on the Amer- 
ican Stock Exchange where, in the opinion 
of many seasoned market observers, specu- 


lative enthusiasm reached an unhealthy level. 
In this type of market environment, as might 
be expected, the conservative investor did not 
fare as well as the short-term speculator. 
Against this general market background we 
were able to achieve, between April 17th and 
the end of the year, an increase in net asset 
value per share of 5.4%. We, therefore, man- 
aged to outperform the Canadian “market” 
by a considerable margin and were not too far 
behind New York. 
Looking to the Future 


At their December meeting your Directors 
decided that henceforth your Company would 
not necessarily undertake to qualify as an 
“investment company’ as defined in the 
Canadian Income Tax Act. Simply stated, this 
means that we will, if considered expedient, 
be prepared to forego a reduced rate of 
corporate income tax on our taxable income 
(broadly definable as income other than divi- 
dends from Canadian tax-paying corpora- 
tions) and in return will be relieved from 
certain restrictions. The most important of 
these from an investment point of view are 
requirements that no more than 15% of our 
gross income be received from sources outside 
Canada and no more than 25% from interest. 
Your Directors are of the opinion that, for the 
foreseeable future, the advantages of com- 
plete investment freedom will outweigh any 


increase in income taxes which may be in- 
curred.’ Canadian resident shareholders will, 
of course, continue to qualify for the 20% 
dividend credit on dividends received from the 
Company. 


We have received a considerable number of 
enquiries regarding the availability of a regis- 
tered retirement savings plan and a system- 
atic withdrawal plan. Your Directors feel 
that, where practicable, your Company should 
place itself in a position to satisfy the legiti- 
mate investment requirements of the public. 
As a consequence, it is now our intention to 
introduce such plans during 1968 after various 
legal requirements are satisfied. 


On the whole your Directors are encouraged 
by the progress of your Company to date and 
feel that there is a large potential for future 
growth as the convenience and low cost of 
acquisition of its shares become better known. 
Shareholders may rest assured that both the 
Directors and management of your Company 
are very conscious of their position of trust and 
will make every effort to make your investment 
in RoyFund a happy and profitable one. 


On behalf of the Directors, 
UOVAEMORY 


President 


February 21st, 1968 


ROYFUND LTD. 


(Incorporated under the laws of Canada) 


STATEMENT OF ASSETS AND LIABILITIES 
DECEMBER 31, 1967 


Assets 
Investments at cost— 
(The aggregate quoted market value of investments at December 31, 
nee $3,442,348 resulting in unrealized plea tae GO of $75 046) 
onds : 
Stocks of Canadian companies 
Stocks of foreign companies 
Current assets— 
Cash . 
Interest accrued and ‘dividends receivable 
Total assets 


Liabilities 
Current liabilities— 
Payable in respect of securities purchased 
Accounts payable and accrued expenses 
Income taxes payable . Wa 
Dividend payable 
Total liabilities 
Net assets . 


Represented by: 


Capital stock 
Mutual Fund Shares of the par value of $1.00 each 
Authorized . . 50 ,0O00 ,0O00 .000 shares 
Redeemed and cancelled 22 ,649 .917 shares 
49 ,977 ,350 .083 shares 


Issued— 

707 ,124.679 shares in 1967 for a cash consideration 
of $3,658,650 of which $2,951,526 has 
been credited to surplus ; 

22 ,649.917 shares redeemed in 1967 

684 ,474.762 shares outstanding at 

December 31, 1967 


Surplus, per statement attached: 
Paid-in surplus : 
Earned surplus . 


SUES I ea) 
2,109 ,556 


17,058,059 


374 ,251 


9,438 


187 ,626 
Sri ls 
850 


23 ,956 


$ 707,124 


22 ,649 


2 ,844 ,086 


4,285 


$3 ,367 ,302 


383 ,689 


3,750,991 


218,145 
$3 ,532 ,846 


$ 684,475 


2 ,848 ,371 


$3 ,532 ,846 


The net asset value per Mutual Fund Share, as at December 31, 1967, was $5.2710 calculated on the basis of 
684,474.762 shares represented by net assets of $3,607,892, including unrealized appreciation of investments 


of $75,046. 
Approved on behalf of the Board: 
J.V. Emory, Director. 


J. E. Morgan, Director. 


ROYFUND LTD. 


STATEMENT OF NET INCOME AND SURPLUS 
FOR THE PERIOD FROM COMMENCEMENT OF BUSINESS 
APRIL 5, 1967 TO DECEMBER 31, 1967 


Income: 
Dividends, including proceeds from stock dividends received and 
sold 


Interest 


Expenses: 


Management fee 
Custodian fee . 
Registrar fee 
Transfer agent fee 
Directors’ fees 
Other 


Net income before ces for item shown below . 
Provision for income taxes, including foreign taxes withheld 
Net income gc) battle vey |e dares aes 
Add: |ncome equalization credits—net (see Note) 


Deduct: Dividends paid or payable . 
Earned surplus 


Paid-in surplus: 


Representing the excess over par value of Mutual Fund Shares issued 
(707,124.679 shares—$2,938,283) less redeemed (22,649.917 
shares — $94,197), excluding, respectively, the portions pes 
cable to income equalization, credited above ane : 


$38 ,209 


10 ,608 


Ts Oda 
1,462 
1,271 
1 ,646 

500 
2 ,506 


$ 48,817 


14 ,462 

34 ,355 

2 ,027 
32,020 
12,607 


44 ,935 
40 ,650 


$ 4,285 


$2 ,844 ,086 


NOTE: Income equalization is the portion of the purchase price paid by purchasers of Mutual Fund Shares to 
equalize the accrued revenue per outstanding share at the date of purchase, less such amounts paid out on 


redemption of shares. 


Auditors’ Report 


TO THE SHAREHOLDERS OF ROYFUND LTD.: 


We have examined the statement of assets and liabilities of RoyFund Ltd. as at December 31, 1967 and the statement of net 
income and surplus for the period from commencement of business, April 5, 1967 to December 31, 1967. Our examination included 
a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. The custodian, a Canadian chartered bank, has confirmed to us that it held the securities representing 


the company’s investments at December 31, 1967 for the company’s account. 


In our opinion these financial statements present fairly the financial position of the company as at December 31, 1967 and 
the results of its operations for the period from April 5, 1967 to December 31, 1967, in accordance with generally accepted accounting 


principles. 
Montreal, January 23, 1968. 
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PRICE WATERHOUSE & CO., 
Chartered Accountants. 


FRROOYFUND LTD. 
PORTFOLIO OF INVESTMENTS 


No. of 
Shares 


BANKS AND FINANCE 


4 ,900 
3 ,300 


Canadian Imperial Bank of Commerce 
Industrial Acceptance Corporation Limited 


4,500 The Royal Bank of Canada . 


BEVERAGES 


1 ,800 


Distillers Corporation—Seagrams Limited 


CHEMICALS AND DRUGS 


1 ,500 
6 ,000 
1 ,020 

700 


Air Reduction Company Incorporated 

Chemcell Limited : 
Jefferson Lake Petrochemicals of Canada Limited : 
Richardson- Merrell Incorporated : 


ELECTRONICS AND AEROSPACE: 


1 ,000 
900 
1 ,500 
600 
1 ,200 
800 


General Dynamics Corporation : 

General Precision Equipment Company . 
International Systcoms Limited 

International Telephone and Telegraph Corporation 
Radio Corporation of America aie ig ete 
Schlumberger Limited 


MACHINERY 


3,200 


Robert Morse Corporation Limited Class “A” 


METALS AND MINING 


2 ,300 
3,100 
4 ,500 
900 
500 
2 ,500 


Alcan Aluminium Limited 

Asbestos Corporation Limited 

Canadian British Aluminium Company Limited Class‘ ae 
Falconbridge Nickel Mines Limited ar 
International Nickel Company of Canada Limited 
Preston Mines Limited ey PMN CLE: 


OFFICE EQUIPMENT AND SUPPLIES 


85 
2 ,000 


International Business Machines Bees 
Moore Corporation Limited : 


OIL AND GAS 


1 ,600 

900 
2 ,800 
1,000 
1,600 
1 ,500 
2 ,300 


Canadian Superior Oil Limited 
Gulf Oil Corporation vor 
Husky Oil Canada Limited . 
Imperial Oil Limited. 

Royal Dutch Petroleum * 20, Guilder’ 
Scurry-Rainbow Oils Limited . 
Texaco Canada Limited . 


$ 


Market 
Value 


68 ,600 
66 ,000 
71 ,437 


206 ,037 


71,100 


$ 


$ 


TATOO 


56 ,093 
47 ,250 
61 ,200 
65 ,394 


Pa aS ee oT | 


71 ,550 
T1203) 
35 ,437 
75,168 
69,174 
61 ,452 


389 ,812 


60 ,800 


60 ,800 


65 , 263 
59,675 
73 ,687 
87 ,300 
63 ,000 
99.625 


404 ,550 


O/ ;009 
58 ,500 


$ 


$ 


62052 


76 ,200 
74 ,236 
67 ,900 
70 ,000 
76 ,032 
13,379 
73 ,600 


516 ,343 


5.71% 


tee 


6.37% 


10.80% 


1.69% 


11.21% 


3.22% 


14.31% 


No. of 
Shares 
PAPER AND FOREST PRODUCTS 


2,800 British Columbia Forest Products Limited 
2,300 MacMillan Bloedel Limited 


PIPELINES AND UTILITIES 


1,000 British Columbia Telephone Company 
1,400 International Utilities Corporation f 
2,200 Westcoast Transmission Company Limited 


RETAIL MERCHANDISING 


1,600 W.T. Grant Company 
2,000 Simpsons, Limited . . 
3,700 Woodward Stores Limited Class’ Oke 


STEEL AND IRON 


2,800 Algoma Steel Corporation Limited . . 

2,000 Labrador Mining and Exploration Company Limited 
1,900 Sharon Steel Corporation 

2,800 Steel Company of Canada Limited . 


TRANSPORTATION AND EQUIPMENT 


2,400 Canada Steamship Lines Limited. 
1,000 Canadian Pacific Railway and 
1,200 Chrysler Corporation : 


MISCELLANEOUS 


700 Avco Corporation . 
300 Avco Corporation $3. 20 Conv. Pfd. 


2,500 Canadian Pacific Investments Limited A%% ( Conv. Pfd. WW. 


1,000 The Gillette Company 
3,300 1.T.L. Industries Limited . 
1,500 Storer Broadcasting Company 


TOTAL INVESTMENT—EQUITY STOCKS . 


GOVERNMENT BONDS 


100M Canada 6%, April 1st,1971 Convertible . 
100M Canada 6%, December 15th, 1971 . 


CASH 
Interest bearing deposits (net) 


NET ASSET VALUBH airs... 
NUMBER OF SHARES OUTSTANDING 
NET ASSET VALUE PER SHARE . 


% of 
Net 


Market Asset 

Value Value 
$ 49,000 
54 ,625 

$103,625 2.87% 
$ 54,000 
59,o20 
47 ,850 

S$ 16igi7e 4.47% 
$ 59,400 
67 ,500 
66 ,138 

S. 193,000 5, 357 
$ 52,000 
62 ,250 
Lowod2 
56 , 700 

5. 245,322 6.80% 
$ 59,100 
58 ,500 
72 ,900 

Ss: 190,500 5.28% 
$ 49,140 
42 ,120 
59 ,688 
67,230 
61 ,875 
16,747 

573565500 9.89% 

$3 ,245 ,098 89.94% 
$ 99 7250 
98 ,000 
SOF 250 
165 ,544 

% 362,794 10.06% 

$3,607 ,892 100.00% 
684 ,474.762 
$5 .2710 
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